Alaska Supplemental Annuity Plan

Investment Options

Historical Average Annual Total Rates of Return
4wty iz FOr the Quarter Ending June 30, 2003

Annual

I nvestment Quarter As of 6/30/03

Management  3/31/03 1 Year 3Years 5Years 10 Years
Investment Option & Custody Fees to 6/30/03 Actual Actual  Actual Actual
Brandes Instl International Equity Fund'? 1.20% 2552%  -574% -6.83% 591% nla
MSCI EAFE Index n/a 19.27 -6.46  -13.52 -4.00 2.78%
T. Rowe Price Small-Cap Stock Trust? 0.78 17.57 -2.04 n/a n/a n/a
Russall 2000 Index n/a 23.42 -1.64 -3.30 0.97 8.24
Citizens Core Growth Fund 0.74 13.24 -1.10 -18.45 -3.95 n/a
S& P 500 Index n/a 15.39 025 -11.20 -1.61 10.04
S& P 500 Stock Index Fund?® 0.04-0.12¢ 15.42 033 -11.17 -1.58 10.07
S& P 500 Index n/a 15.39 025 -11.20 -1.61 10.04
Global Balanced Fund 0.67 14.28 5.24 -3.06 3.71 n/a
Combined GBF Benchmark® n/a 11.61 4.09 -2.23 2.46 n/a
Tactical Asset Allocation Fund 0.25-0.5 12.21 6.39 -3.72 2.62 9.40
Combined TAAF Benchmark® n/a 11.43 8.96 -1.58 3.06 10.05
Alaska Long-Term
Balanced Fund (Actual)’ 0.136-0.18* 10.74 451 n/a n/a n/a
Alaska Long-Term Bdanced Fund (Modd)® n/a n/a n/a -2.54 2.44 8.77
Custom Alaska Long-Term Balanced n/a 10.63 4.72 -2.33 2.65 8.98
Fund Benchmark®
Alaska Balanced Fund 0.136-0.18 7.74 7.05 2.67 4.59 8.28
Custom Alaska Balanced n/a 7.22 7.36 2.78 4.82 8.38
Fund Benchmark®
Daily Gov't/Corp. Bond Fund® 0.25-0.35* 3.56 13.28 11.15 7.73 7.40
Lehman Bros. Gov't/Credit Index n/a 3.52 13.15 10.82 7.84 7.35
Short-Term Investment Fund 0.18-0.21 0.32 1.59 3.51 4.37 4.82
90-Day Treasury Bills n/a 0.33 1.60 3.46 4.34 4.84

(Return information for the Target Funds are listed on page 2)

Theresultsshown arenot a guarantee of futurereturns. Return information does not include the deduction of certain custody and administrative/
recordkeeping fees. Theannual administration and recor dkeeping feewill bedeter mined by the State periodically. Pleaser ead page5 under
“Administration Expenses’ for mor e detailed information. The performance data quoted represents past performance and is not an indication of
future investment results. The investment return and principal value of an investment will fluctuate so that an investor’s units, when redeemed, may
be worth more or less than their original cost. Footnotes shown on last page.
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Target Funds
Representative Average Annual Rates of Return

When Model results are indicated, they do not depict actual investment returns, and assume each fund has existed for 10 years.

Annual
I nvestment Quarter
Management  3/31/03 As of 6/30/03
Investment Option & Custody Fees t06/30/03 1 Year 3Years 5Years 10 Years
Alaska Target 2020 Fund (Actual) 0.20-0.30%* 1495%  159%  n/a n/a n/a
Alaska Target 2020 Fund (Mode)® n/a n/a na -8.76% -0.50%  8.93%
Custom Alaska 2020 Fund Benchmark n/a 15.05 0.66 -8.55 -0.29 9.14
Alaska Target 2015 Fund (Actual) 0.20-0.30* 12.51 0.72 -7.99 -0.28 n/a
Alaska Target 2015 Fund (Modd)® n/a n/a n/a n/a n/a 9.16
Custom Alaska 2015 Fund Benchmark n/a 12.66 1.34 -7.89 0.14 9.37
Alaska Target 2010 Fund (Actual) 0.20-0.24* 8.02 4.07 -2.71 267 nla
Alaska Target 2010 Fund (Modédl)® n/a n/a n/a n/a n/a 10.39
Custom Alaska 2010 Fund Benchmark n/a 8.10 4.32 -2.60 2.84 10.60
Alaska Target 2005 Fund (Actual) 0.20-0.24* 3.08 3.97 2.40 4.50 n/a
Alaska Target 2005 Fund (Modd)® n/a n/a n/a n/a n/a 9.73
Custom Alaska 2005 Fund Benchmark n/a 311 4.39 251 4.76 9.94

As a whole, the options available to you
fall on the Risk Spectrum - low risk to high

risk - as follows:

Potential Risk versus Potential Return

Generdly, the greater an investment’s potentia return over
time, the greater its level of short-term price volatility, or risk.

When ng risk, a short-term investment fund would

typicaly appear on the very low end of the risk/return scale. A
very aggressive growth fund might be depicted at the very high

end of the scale. The chart to the right shows the relative

position of each investment option on the risk/return scale.

Fund Information

For more detailed information related to specific funds, please
refer to a current Investment Option Detail Sheet. Investment
Option Detail Sheets can be obtained through the Division of
Retirement & Benefits at 1-907-465-4460, aclient service

representative, or on the Divisons Web site, at
www.state.ak.us/drb.

Higher Risk/Return Potential

Brandes Instl Int’l Equity Fund
T. Rowe Price Small-Cap Stock Trust

Citizens Core Growth Fund

S& P 500 Stock Index Fund

Alaska Target 2020 Fund
Alaska Target 2015 Fund

Alaska Target 2010 Fund
Global Balanced Fund

Tactical Asset Allocation Fund
Alaska Long-Term Balanced Fund

Alaska Balanced Fund
Alaska Target 2005 Fund

Daily Gov’'t/Corp. Bond Fund
Short-Term Investment Fung

Lower Risk/Return Potential
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Alaska Supplemental Annuity Plan
Investment Options at a Glance

For the Quarter Ending 06/30/03

Investment Option
(managed by)

Objective/lnvestment Make-up
(management style)

Asset Allocation

Brandes Institutional
International Equity Fund
(Brandes Investment Partners, L.P. is
registered as an investment adviser
under the Investment Advisers Act of
1940.)

Seeks long-term capital appreciation. The Fund invests
principally in common and preferred stocks of foreign
companies and securities that are convertible into such common
stocks. Actively managed 1°

International
100%

T. Rowe Price Small-Cap
Stock Trust

(T. Rowe Price Associates, Inc. is
registered as an investment adviser
under the Investment Advisers Act of
1940.)

Seeks to provide long-term capital growth by investing primarily
in stocks of small companies. The Fund invests at |east 65% of
itstotal assetsin the stocks and equity-related securities of small
companies. A small company is defined as having a market
capitalization that falls within the range of companiesin the
Russell 2000 Index, awidely used benchmark for small-cap
stock performance. Actively managed 1°

Citizens Core Growth Fund
(Citizens Advisers, Inc. is registered as
an investment adviser under the
Investment Advisers Act of 1940.)

To achieve strong financia results and long-term capital
appreciation while investing in companies managed in a socialy
responsible manner. The Fund takes a growth approach to
investing. In practice, this means that the Fund looks for
companies that display most or all of the following
characteristics: leaders in their industries, long-term
fundamental outlooks appears favorable, high quality of
earnings, earnings momentum is positive, potential for increase
in stock price, management team is strong. Actively managed °

Cash 2.90%

Large-Cap
97.10%

S&P 500 Stock Index Fund
(State Street Global Advisorsis a bank
asdefined by the Investment Advisers
Act of 1940 and is therefore exempt
from registration under the Act.)

To provide income and capital appreciation matching the total
return of the Standard & Poor’s 500 Composite Stock Price
Index. The Fund investsin all 500 of the equity securitiesin the
S& P 500 Index, in proportion to the size of each as measured by
its total market value. Passively managed *

Large-Cap
100.00%

Global Balanced Fund
(Capital Guardian Trust Company is
a Cdlifornia state chartered bank
authorized by the California
Department of Financial Institutions
to carry on atrust business.)

Seeks the balanced accomplishment of long-term growth of
capital, current income and conservation of principal through
investments in stocks and fixed-income securities. The Fund
investsin stocks of large and small companies and corporate &
government. bonds based around the world. Actively managed °

International

Cash 2.60%

11.40%
36.10%

Tactical Asset Allocation
Fund

(Barclays Global Advisors, NA is
registered as an investment adviser
under the Investment Advisers Act of
1940.)

To achieve high total returns (capital appreciation plusincome)
over the long term without taking excessive risk. The fund shifts
assets among stocks, bonds and cash. The Fund investsin other
funds designed to track the S& P 500 Composite Stock Price
Index and the Lehman Brothers 20+ Y ear Treasury Bond Index
and in short-term high-quality money market instruments.
Actively managed *°

Bonds
38.00%

Large-Cap

62.00%
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Investment Option
(managed by)

Objective/lnvestment Make-Up Asset Allocation

(management style)

Alaska Long-Term Balanced
Fund

(T. Rowe Price Associates, Inc. is
registered as an investment adviser
under the Investment Advisers Act of
1940.)

International 4.0809_ Cash 0.97%

Small-Cap 5.18% \

Large-Cap
52.81%

To provide a balanced and diversified mix of stocks, bonds,
federally guaranteed mortgages, and money market instruments for
investors with an average risk tolerance. The Fund investsin
stocks of large & small U.S. & established international
companies, investment-grade U.S. bonds, federally guaranteed
mortgages, and money market instruments. Combination of
Enhanced Index (Passive), Sructured-Active, and Actively
Managed Portfolios 10

Bonds
36.96%

Alaska Balanced Fund

(T. Rowe Price Associates, Inc. is
registered as an investment adviser
under the Investment Advisers Act of
1940.)

. 0,
International 4'43.4)Cash 0.60%

To provide a balanced and diversified mix of stocks, bonds, Small-Cap 3.54%
federally guaranteed mortgages, and money market instruments for

investors with alow to average risk tolerance. The Fund investsin \
stocks of large & small U.S. & established international Large-Cap

companies, investment-grade U.S. bonds, federally guaranteed
mortgages, and money market instruments. Combination of
Enhanced Index (Passive), Structured-Active, and Actively
Managed Portfolios 1011

31.34%

Daily Gov’t/Corp. Bond Fund
(State Street Global Advisorsis a bank
asdefined by the Investment Advisers
Act of 1940 and is therefore exempt
from registration under the Act.)

To match or exceed the return of the Lehman Brothers
Government/ Credit Bond Index. The Fund investsin
investment-grade fixed income securities represented in the
Lehman Brothers Government/Credit Index. Actively managed *° Bonds

100.00%

Short-Term Investment Fund
(State Street Global Advisorsis a bank
asdefined by the Investment Advisers
Act of 1940 and is therefore exempt
from registration under the Act.)

Theyield of the Fund reflects short-term interest rates and it
attempts to maintain a constant unit value. The Fund investsin
commercial paper, bank time deposits and other high-quality,
short-term money market instrumentsrated at |east A-1 by

S& P'sand P-1 by Moody’s. Actively managed 1°

Cash
100.00%

Alaska Target Funds (T. Rowe Price Associates, Inc.)

To provide a diversified mix of stocks, bonds and cash for long-term investors. These funds are designed to gradually invest more conservatively asit
approachesitstarget year. The volatility of each Target Fund changes over time. Asit approaches maturity, each becomes relatively lower in risk. The
Funds invest in large- & small-cap stocks, international stocks, government & corporate bonds, mortgages, and money market instruments.
Combination of Enhanced Index (Passive), Sructured-Active, and Actively Managed Portfolios 1011

Alaska Target 2020 Fund
Small-Cap 9.80%

International 9.64%

£

Alaska Target 2010 Fund

Small-Cap 2.85%

e | Bonds 6.52%

Cash 19.19%

Alaska Target 2015 Fund
Small-Cap 7.65%
International 5.02%

Large-Cap
62.62% v

Alaska Target 2005 Fund
Large-Cap 14.00%

Cash 4.66% Cash 9.69%

Bonds 15.02%

Cash 58.73%

Bonds 36.16%
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Alaska Supplemental Annuity Plan

Please read thisimportant information

KeyTdk® Contacts

If you are calling from atouch-tone phone, you have
round-the-clock automated access to information and
transactions with your PIN (or aclient service
representative between 6:00am and 5:30pm, Alaska time,
Monday through Friday) by using the origind KeyTak®
number:

1-800-701-8255

If you wish to speak to aclient service representative
between 3:00pm and 5:30pm, Alaska time, Monday
through Friday, and you are cdling from a touch-tone
phone without a PIN or you are calling from arotary
phone, please use the following number:

1-800-232-0859

|mportant Note

If you call KeyTak® to make changes to your account,
please stay on the line until you hear your confirmation
number. Write this number down and keep it on file for
future reference. If you hang up before you hear your
confirmation number, your transaction request may or
may not (due to phone transmissions or computer delays)
have been recorded for processing. Also, you will receive a
written confirmation of your transaction in the mail. It is
important for you to review this document for accuracy as
SO0N asyou receiveit.

There are two magjor types of changes you can make to
your account:

1) transferring your existing assets among funds and
2) changing how your future contributions are allocated.

Please make sure you have selected the transaction that
accomplishes the changes you would like to make.

| nternet Access

Y ou now have access through the Internet to receive
information about your account and to conduct investment
option related action. You must have a PIN number to
accesstheinformation.

1) Pleasegotothe Division of Retirement & Benefits
Web site, www.state.ak.us/drb

2) Sdect “SBS Annuity Plan” on the left hand side of the
page

3) At the SBS Annuity Plan home page, select “ Account
Information Online”

Transfers

If you place atransfer on abusinessday at or before 12:00
noon Alaska Time, you will receive that day’s closing
“se|” price per unit (Transfer-out $'s) and that day’s
closing “purchase’ price per unit (Transfer-in $'s). This
applies whether you place the transfer through KeyTak®, a
Client Service Representative, or the Division of Retirement
and Benefits Web site.

Your transfer must be completed at or

before 12:00 noon Alaska time.

The transfer confirmation must take place at or before 12:00
noon. Transfers that are started at or before 12:00 noon
Alaskatime, but are not completed at or before 12:00 noon
Alaskatime, will be processed the next businessday.

It can take up to five minutes, or more, to complete a
transfer. Please do not try to time your transfer just before
the deadline hoping that it will finish in a minute or two.
Phonedelays, internet delays, and heavy volume can
interferewith completing atransfer. Pleasetake possible
delaysinto account.

Administrative Expenses

Expenses are charged to your account in order to cover the
cost of administration of the plan. There are two types of
fees:

Monthly — 0.11% annual rate on assets

(0.0011/ 12 x month-end asset balance) — These charges
will be assessed to your individua accounts againg all
investment options in both the employee and employer
accounts. The fee is calculated on the prior month’s ending
balance and is assessed in the first week of the month. For
example:

*  Thefees caculated on your March 31st account balance
will be assessed in April.

*  The fees calculated on your April 30th account balance
will be assessed in May.

*  Thefees caculated on your May 31st account balance
will be assessed in June.

The March, April and May fees will be reflected on your
June 30th statement.

Annual —$35—for actively contributing participants,
$25—for non-contributing members. These chargeswill
be assessed after the first payroll contribution has been
processed each new year. The charges are applied
proportiondly againgt al investment options in both the
employee and employer accounts. For State of Alaska
employees, this will occur in January. For political
subdivison employees this will occur in February.

Page 5 of 6



D

2

(©)

4

©)

(6)

)

®)

€)

Alaska Supplemental Annuity Plan

Footnotes & Endnotes

Foreigninvestmentsinvolvespecial risks, including currency
fluctuations, economic and political instability and
differencesin accounting standards.

Equity securities of companieswith relatively small market
capitalization may be morevolatile than securitiesof larger,
more established companies.

The S& P 500 Stock Index Fund and the Daily Gov’t./Corp.
Bond Fund are separate accountscreated tomirror the
performance of their respective commingled funds. Asthe
separateaccountscurrently haveonly ashort performance
history, the performance history shown reflectsthe historical
returnsof their underlying commingled funds.

Theinvestment management feesfor the S& P 500 Stock
Index Fund, the Alaska L ong-Term Balanced Fund, the
AlaskaBalanced Fund, the Target Fundsand the Daily
Gov't./Corp. Bond Fund vary based ontotal assetsof all
participantsin each fund. Thesefeesinclude custodial
expenses of approximately .05%.

Thebenchmark used for comparison with the Global
Balanced Fund is acombination of 35% S& P 500, 10%
Russell 2000, 15% EAFE Net Dividendsto U.S. Investors,
35% Salomon Broad | nvestment-Grade Bond Index and 5%
Salomon Bros. Non-U.S. & World Government Bond | ndex.

Thebenchmark used for comparisonwiththe Tactical Asset
Allocation fund isacombination of 60% S& P 500 index and
40% L ehman Bros. 20+ Treasury Bond Index.

Theinceptiondatefor the AlaskalL ong-Term Balanced Fund
was6/15/01. Thethree, fiveandtenyear figureslisted are
hypothetical and are based on MODEL rates of return. Please
read footnote 9 for more detailed information on MODEL
returns.

Returnsof the AlaskaL ong-Term Balanced Fund and the
AlaskaBalanced Fund cannot bedirectly compared to any
oneindex. Tothecustom balanced benchmark returns
previously calculated by State Street Bank, wehavelinked a
customreturnnow cal culated by T. RowePrice Associates.
The benchmark return consists of each underlying fund's
benchmark, weighted according tothe“ strategic” weight as
set forthinthe current guidelinesfor theAlaskaLong-Term
Balanced Fund: 27% Lehman Bros. Govt./Credit Index,
12% L ehman Bros. GNMA Index, 1% 90-day Treasury bills,
51% S& P 500 Index, 5% Russell 2500 Index, and 4% M SCI
EAFE Index. For the Alaska Balanced Fund: 44% Lehman
Bros. Govt./Credit Index, 19% L ehman Bros. GNMA Index,
2% 90-day Treasury hills, 30% S& P 500 Index, 3% Russell
2500 Index, and 2% MSCI EAFE Index.

Therepresentativeratesof return for the Alaska Tar get
Funds and the Alaska Long-Term Balanced Fund are
hypothetical and have been computed using the historical

(10)

(11

returnsof certain benchmarksasproxiesfor theasset
classesrepresented in each fund. Thespecific benchmarks
include: Standard and Poor’ s500 | ndex and Russell 2500
Index, MSCI Europe AustralasiaFar East (EAFE) Index,

L ehman Brothers Government/Credit I ndex, Lehman
BrothersGNMA Index and 90-Day Treasury bills. For the
Target Date Funds, thefiguresrepresent the effectsof
changing onaquarterly basistheasset mix in each fund
based upon apre-determined all ocation at each target date.
Theoverall asset mix becomesmore conservative (i.e. more
heavily weighted with fixed income and money market
securities) asthetarget date approaches. It isassumed the
Alaskal ong-Term Balanced Fund remained at itsneutral
sector allocations during the performance period. Had the
Fund’ smanager changed theweightingsof theall ocations
during the performance measurement period (dueto
economic or market conditions) theperformanceresults
would havebeen different.

The MODEL rates of return do not depict actual
investment returns, and they assumethat each model
fund hasbeen in existence 10 year s. Rather, theseare
hypothetical resultswhich haveinherent limitations. The
figuresreflect the deduction of a21 basispoint feefor
expenses of thefunds. The actual fee paid by each fund will
beslightly higher or lower thanthisamount. Also, these
resultsdo not represent actual trading and may not reflect the
impact that material economic and market factorsmight have
on an actual fund managed in accordancewithitsinvestment
objectives. Past performancedoesnot guaranteefuture
results.

FOREXAMPLE: Theperformancereturnsof theAlaska
Target 2020 Fund reflect the assumption that the model fund
wasincepted 10 years ago, and in 2001 will have alife of 20
or moreyears. The performancereturnsreflect the
benchmark allocationsand returnsfor thelast 10 yearsof
performancedata.

Investment option detail sheetsareavailableontheWeb site
at www.state.ak.us/drb and will contain detailed
information pertaining to the asset mix in each of the Alaska
Target Funds.

An actively managed fund isonein which thefund manager
buys, holdsand sellsaportfolio of stocksand/or bonds
which are consistent with thefund’ sstated investment
objective. Using avariety of methods, theactivefund
manager attemptsto select securitiesthat will outperformthe
market.

Tobepassively invested meansto buy and hold awell-
diversified portfolio of securities. Passive managersbuy a
portfolio of securitiesthat make up amarket index while
active managerssel ect specific securitiesto attempt to
outperform anindex.

Registration with the Securitiesand Exchange Commission isnot required for the
Stateof Alaska Supplemental Annuity Plan.

Form# G3757 SBSIOAG (07/15/03)

Page 6 of 6



